






























































































































On June 20,2011, the U.S. Supreme Court issued a decision that bars state and private parties from bringing federal common law· 
. nuisance actions against electrical utility companies based on their alleged contribution to climate change. The Supreme Court's 
decision did not, however, address state law claims. This decision is expected to affect other pending federal climate change litigation; 
Although we are not a defendant in any of these proceedings, additional litigation in federal and state courts over these issues is 
continuing. 

Physical impacts of climate change may present potential risks for severe weather, such as floods and tornadoes,. in the locations 
where we operate or have interests. Furthermore, requirements to reduce GHG emissions from stationary sources could cause us to 
incur material costs of compiiance, increase our costs of procuring electricity in the marketplace or curtail the demand for fossil fuels 
such as oil and gas. In addition, we believe future legislation and regulations that affect GHG emissions from power plants are likely, 
although technology to efficiently capture, remove and/or sequester such emissions may not be available within a timeframe consistent 
with the implementation of such requirements. We cannot predict with any certainty whether these risks will have a material impact 
on our operations. 

Coal Combustion Residuals (CCRs) - In June 2010, the EPA proposed two approaches to regulating the disposal and 
management of CCRs under the Resource Conservation and Recovery Act (RCRA). CCRs include fly ash, bottom ash and scrubber 
wastes. Under one approach, the EPA would regulate CCRs as a hazardous waste under Subtitle C of RCRA. This approach would 
have significant impacts on coal-fired plants, and would require plants to retrofit their operations to comply with hazardous waste 
requirements from the generation of CCRs and associated waste waters through transportation and disposal. This could also have a 
negative impact on the beneficial use of CCRs and the current markets associated with such use. The second approach would regulate 
CCRs as a solid waste under Subtitle D ofRCRA. This approach would only affect disposal, most significantly any wet disposal, of 
CCRs. EPA has not yet issued a fmal CCR rule. We cannot predict at this time the final requirements of any CCR regulations and 
what impact, if any, they would have on us, but the costs of complying with any such requirements could be significant. 

Water Intakes - Section 316(b) of the Federal Clean Water Act requires that the location, design, construction and capacity of any 
cooling water intake structure reflect the "best available technology" for minimizing environmental impacts. Permits required for 
existing facilities are to be developed by the individual states using their best professional judgment until the EPA takes action to 
address several court decisions that rejected portions of previous rules and confirmed that EPA has discretion to . consider costs relative 
to ·benefits in developing cooling water intake structure regulations. In March 2011, EPA proposed a rule to address· impingement and 
entrainment of aquatic organisms at existing cooling water intake structures. EPA has not yet issued a fmal rule; however, it is under a 
consent decree to do so by July 2012. When a final rule is issued and implemented, additional capital and/or increased operating costs 
may be incurred. The costs of complying with any such final water intake standards are not currently determinable, but could be 
significant. 

Clean Air Act Rules and Associated Emission Control Equipment Expenditures 

EPA has proposed or issued a number of rules under different provisions of the Clean Air Act that could require the installation of 
emission control equipment at the generation plants where we have joint ownership. 

The Clean Air Visibility Rule was issued by the EPA in June 2005, to address regional haze in national parks and wilderness 
areas across the United States. The Clean Air Visibility Rule requires the installation and operation of Best Available Retrofit 
Technology (BART) to achieve emissions reductions from designated sources (including certain electric generating units) that are 
deemed to cause or contribute to visibility impairment in such 'Class l' areas. 

In December 2011, the EPA issued a final rule relating to Mercury and Air Toxics Standards (MATS), which was formerly the 
proposed Maximum Achievable Control Technology standards for hazardous air pollutant emissions from new and existing electric 
generating units. Among other things, these MATS standards set stringent emission limits for acid gases, mercury, and other 
hazardous air pollutants. Facilities that are subject to the MATS must come into compliance within three years after the effective date 
of the rule (or by 2015) unless a one year extension is granted on a case-by-case basis. Numerous challenges to the MATS standards 
have been filed with the EPA and in Federal court and we cannot predict the outcome of such challenges. In the meantime, we are 



assessing the impact of the new MATS standards on our facilities, including the costs of compliance. As discussed below, we expect 
that these costs could be significant. 

On July 7, 2011, the EPA fmalized the Cross-State Air Pollution Rule (CSAPR) to reduce emissions from electric generating 
units that interfere with the ability of downwind states to achieve ambient air quality standards. Under the CSAPR, significant 
reductions in emissions of nitrogen oxide (NOx) and S02 emissions reductions would be required beginning in 2012. The CSAPR 
was to become effective on January 1,2012; however, on December 30, 2011, a Federal court ordered that CSAPR be stayed until a 
hearing could be held on the numerous legal challenges brought against EPA regarding the ruie. It is currently expected that a hearing 
will be held in April 2012 and a decision on CSAPR will be issued sometime thereafter. The Federal court that stayed the CSAPR 
ordered that the Clean Air Interstate Rule remain in effect while the CSAPR is stayed. Regardless of the outcome of the stay hearing, 
CSAPR only applies to power plants within the eastern half of the United States, and, thus is only applicable to one plant in which we 
have an ownership interest, the Neal 4 plant located in Iowa. We do not expect CSAPR to affect any of the other plants in which we 
have an ownership interest. 

We have joint ownership in generation plants located in South Dakota, North Dakota, Iowa and Montana that are or may become 
subject to various regulations that have been issued or proposed under the Clean Air Act, as discussed below. 

South Dakota. The South Dakota Department of Environment and Natural Resources (DENR) determined that the Big Stone 
Plant, of which we have a 23.4% ownership, is subject to the Regional Haze Rule. South Dakota DENR submitted its revised State 
Implementation Plan (SIP) and associated implementation rules to the EPA on September 19, 2011. Under the SIP, the Big Stone 
plant must install and operate a new BART compliant air quality control system (AQCS) to reduce sulfur dioxide, nitrogen oxides, and 
particulate emissions as expeditiously as practicable, but no later than five years after the EPA's approval of South Dakota's SIP. We 
expect EPA approval of the SIP in the first half of 20 12, however such approval cannot be guaranteed and we cannot predict the 
timing of any such approval with certainty. We will not incur any significant costs until the EPA approves the SIP or issues a federal 
implementation plan in its place. Although studies and evaluations are continuing, the current project cost for the AQCS is estimated 
to be approximately $490 million (our share is 23.4%). 

Our incremental capital expenditure projections include amounts related to our share of the BART technologies at Big Stone 
based on current estimates. We could, however, face additional capital or fmancing costs. We will seek to recover any such costs 
through the regulatory process. The SDPUC has historically allowed timely recovery of the costs of environmental improvements; 
however, there is no precedent on a project of this size. 

Based on the fmalized MATS standards, it appears that Big Stone would meet the requirements by installing the AQCS system 
and using mercury control technology such as activated carbon injection. Mercury emissions monitoring equipment is already 
installed at Big Stone, but its operation has been put on hold pending additional regulatory direction. 

North Dakota. The North Dakota Regional Haze SIP requires the Coyote generating facility, of which we have 10.0% ownership, 
to reduce its NOx emissions. On February 23,2010, the North Dakota Department of Health (NDDOH) issued a construction permit 
to Coyote Station requiring installation of control equipment to limit its NOx emissions to 0.5 pounds per million Btu as calculated on 
a 12-month rolling average basis. The control equipment must be installed by July 1,2018 and compliance with the limit must begin 
on July 1,2019. Subsequent to issuance of the construction permit, the NDDOH entered into further negotiations with the EPA on 
regional haze plan implementation. As part ofthose negotiations, Coyote agreed to accept a NOx emission limit of 0.5 pounds per 
million Btu as calculated on a 30-day rolling average basis, including periods of start-up and shutdown, beginning on July 1,2018. 
The current estimate of the total cost of the project is approximately $6 million (our share is 10.0%). The EPA is under a consent 
decree to take fmal action on North Dakota's revised regional haze implementation plan in the first half of 2012. 

Iowa. The Neal 4 generating facility, of which we have an 8.7% ownership, is installing a scrubber, a baghouse and a selective 
non-catalytic reduction system to comply with national ambient air quality standards, the proposed CSAPR and MATS standards. 
These improvements are also expected to result in compliance with the regional haze provisions of the Clean Air Act. Capital 
expenditures for such equipment are currently estimated to be approximately $270 million (our share is 8.7%). The plant began 



incurring such costs in 2011 and the costs wiII be spread over the next three years. Our incremental capital expenditure projections 
include amounts related to our share of the emission control equipment at Neal 4 based on current estimates. We could, however, face 
additional capital or fmancing costs. We will seek to recover any such costs through the regulatory process. 

Montana. Colstrip Unit 4, a coal fired generating facility in which we have a 30% interest, is currently controlling emissions of 
mercury under regulations issued by the State of Montana, which is more strict than the Federal standard, and has been since 
January 2010. The owners do not believe additional equipment will be necessary to meet the MATS standards for mercury. 
Additionally,the Colstrip facility anticipates meeting the expected MATS for acid gases without additional costs. However, Colstrip 
may have to install additional controls to further reduce particulate matter to meet MATS usingparticulate.matter as a surrogate for 
non-mercury metals. The Colstrip owners are continuing to determine what may be required and while it is not possible to predict 
costs at this time, the costs of additional controls could be significant. In November 2010, Colstrip Unit4 received a request from the 
EPA to provide further analysis regarding why Colstrip Unit 4 is not a BART eligible unit under the regional haze rule. The plant 
operator completed a high level analysis of various control options to reduce emissions of S02 and particulate matter and submitted 
that analysis to EPA in January 2011. The analysis shows that these units are well controlled, any incremental reductions would not be 
cost effective and further analysis is not warranted. The plant operator also concluded that further analysis for NOx was not justified 
as controls at Colstrip Unit 4 were installed and the EPA previously agreed that such controls would satisfy BART for NOX: control. 
The plant operator informed us that the EPA verbally indicated that it does not agree with all of the plant operator's conclusions and 
will be requesting additional information. The EPA is under a consent decree to take fmal action on Montana's regional haze 
implementation plan no later than June 29, 2012. The costs of complying with any fmal regional haze standards in Montana are not 
currently determinable, but could be significant. 

Otlter - We continue to manage equipment containing polychlorinated biphenyl (PCB) oil in accordance with the EPA's Toxic 
Substance Control Act regulations. We will continue to use certain PCB-contaminated equipment for its remaining useful life and will, 
thereafter, dispose of the equipment according to pertinent regulations that govern the use and disposal of such equipment. 

We routinely engage the services ofa third-party environmental conSUlting firm to assist in performing a comprehensive 
evaluation of our environmental reserve. Based upon information available at this time, we believe that the current environmental 
reserve properly reflects our remediation exposure for the sites currently and previously owned by us. The portion of our 
environmental reserve applicable to site remediation maybe subject to change as a result of the following uncertainties: 

• We may not know all sites for which we are alleged or will be found to be responsible for remediation;. and 

• Absent performance of certain testing at sites where we have been identified as responsible for remediation, we cannot 
estimate with a reasonable degree of certainty the total costs of remediation. 

LEGAL PROCEEDINGS 

Colstrip Energy Limited Partnership 

In December 2006 and June 2007, the MPSC issued orders relating to certain QF long-term rates for the period July 1,2003, 
through June 30, 2006. Colstrip Energy Limited Partnership (CELP) is a QF with which we have a power purchase agreement through 
June 2024. Under the terms of the power purchase agreement with CELP, energy and capacity rates were fixed through June 30, 2004 
(with a small portion to be set by the MPSC's determination of rates in the annual avoided cost filing), and beginning July 1,2004 
through the end of the contract, energy and capacity rates are to be determined each year pursuant to a formula, with the rates to be 
used in that formula derived from the annual MPSC QF rate review. 

CELP initially appealed the MPSC's orders and then, in July 2007, filed a complaint against NorthWestern and the MPSC in 
Montana district court, which contested the MPSC's orders. CELP disputed inputs into the underlying rates used in the formula, which 
initially are calculated by us and reviewed by the MPSC on an annual basis, to calculate energy and capacity payments for the contract 
years 2004-2005 and 2005-2006. CELP claimed that North Western breached the power purchase agreement causing damages, which 



CELP asserted to be approximately $23 million for contract years 2004-2005 and 2005-2006. The parties stipulated that NorthWestern 
would not implement the final derived rates resulting from the MPSC orders, pending an ultimate decision on CELP's complaint. 

On June 30, 2008, the Montana district court granted both a motion by the MPSC to bifurcate, having the effect of separating the 
issues between contract/tort claims against us and the administrative appeal of the MPSC's orclers and a motion by us to refer the 
claims against us to arbitration. The order also stayed the appellate decision pending a decision in'the arbitration proceedings. 
Arbitration was held in June 2009 and the arbitration panel entered its interim award in August 2009, holding that although 
NorthWestern failed to use certain data inputs required by the power purchase agreement, CELP was entitled to neither damages for, 
contract years 2004-2005 or 2005-2006, nor to recalculation of the underlying MPSC fili.J).gs for those years, effectively finalizing 
CELP's contract rates for those years. We requested clarification from the arbitration panel as to its intent regarding the applicable 
rates. 

On,November 2,2009, we received the fmal award from the arbitration panel which confirmed that the filed rates for 2004-2005 
and 2005-2006 are not required to be recalculated. In affIrming its interim award, the arbitration panel also denied CELP's request for 
attorney fees, holding that each party would be responsible for its own fees. 

On June 15,2010, the Montana district court confirmed the final arbitration panel award and denied CELP's motion to vacate, 
modifY or correct the award. CELP appealed the decision to the Montana Supreme Court (MSC). In May 2011, the MSC affmned the 
Montana district court's order and the arbitration award. 

Meanwhile, on October 31,2010, NorthWestern filed with the MPSC, consistent with the direction of the arbitration panel, for a 
determination of the inputs that will be used to calculate contract rates for periods subsequent to June 30, 2006. The MPSC has not yet 
ruled on our filing. On June 30,2011, CELP submitted another demand for arbitration, seeking clarification from the same panel 
regarding the panel's intent as to the implementation of its award in Contract Years 17 (July 2005 - June 2006) and 18 (July 2006 -
June 2007). The parties initially agreed to submit the matter without witnesses but following simultaneous submission of briefs in 
February 2012 and a hearing on March 1, 2012, the arbitration panel has requested further proceedings, including witness testimony at 
a hearing scheduled for July 30 through August 1, 2012. Based on our current assumptions (including current discount rates), if CELP 
prevailed entirely, we could be required to increase our QF liability by approximately $20 million. If we prevailed entirely, we could 
reduce our QF liability by up to $42 million. Due to the uncertainty around resolution ofthis matter, we currently are unable to predict 
its outcome. In addition, settlement discussions concerning these claims are ongoing. 

Other Legal Proceedings 

We are also subject to various other legal proceedings, govenunental audits and claims that arise in the ordinary course of 
business. In the opinion of management, the amount of ultimate liability with respect to these other actions will not materially affect 
our fmancial position, results of operations, or cash flows. 

(20) Common Stock 

We have 250,000,000 shares authorized consisting of200,000,000 shares of common stock with a $0.01 par value and 50,000,000 
shares of preferred stock with a $0.01 par value. Of these shares, 2,265,957 shares of common stock are reserved for the incentive plan 
awards. For further detail of grants under this plan see Note 16 - Stock-Based Compensation. 

Repurchase of Common Stock 

Shares tendered by employees to us to satisfY the employees' tax withholding obligations in connection with the vesting of 
restricted stock awards totaled 2,750 and 14,453 during the years ended December 31, 2011 and 2010, respectively, and are reflected 
in treasury stock. These shares were credited to treasury stock based on their fair market value on the vesting date. 



Account Number & Title Montana Montana % 
Intangible Plant 

Organization 
Franchises and Consents 

ble 

Production Plant 
Gas Leaseholds 100.00% 

9 Well Construction 
10 Well Equipment 
11 Field Lines 
12 . Field Compressor Equipment 
13 Mea 
1 
15 
16 Underground Storage Plant 
17 Land and Land Rights 4,786,297 4,764,422 0.46% 
18 Structures and Improvements 3,030,416 3,030,416 0.00% 
19 Wells 7,863,030 7,863,030 0.00% 
20 Lines 12,545,864 12,441,388 0.84% 
21 Compressor Station Equipment 7,311,476 7,276,679 0.48% 
22 Measuring & Regulating Equip. 2,993,930 2,981,004 0.43% 

Purification Equipment 397,931 397,931 0.00% 
Other 927 867069 

Transmission Plant 
2365 Rights of Way 7,778,230 7,587,918 2.51% 

29 2366 Structures and Improvements 12,017,948 11,799,624 1.85% 
30 2367 Mains 188,967,308 184,041,159 2.68% 
31 2368 Compressor Station Equipment 21,847,403 20,987,227 4.10% 
32 2369 Meas. & Reg. Station EqUipment 15,884,879 15,346,784 3.51% 
33 2370 Communication EqUipment 
33 2371 Other 
34 
35 
36 Distribution Plant 
37 2374 Land and Land Rights 904,311 904,311 0.00% 
38 2375 Structures and Improvements 90,524 90,524 0.00% 
39 2376 Mains 116,982,007 109,277,598 7.05% 
40 2377 Compressor Station Equipment 
41 2378 M&R Station Equip.-General 2,775,069 2,695,844 2.94% 
42 2379 M&R Station Equip.-City Gate 
43 2380 Services 61,307,681 59,709,623 2.68% 
44 2381 Customers Meters and Regulators 58,479,173 56,045,838 4.34% 
45 2382 Meter Installations 
46 2383 House Regulators 
47 2384 House Regulator Installations 
48 2385 M&R Station Equip.-Industrial 110,489 56,334 96.13% 
49 2386 Other Prop. on Customers' Premises 
50 2387 Other 
51 
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Account Number & Title 

General Plant 
Land and· L.and Rights 
Structures and Improvements. 
Office Furniture and Equipment 

2392 Transportation Equipment 
2393 Stores Equipment 
2394 Tools, Shop & Garage Equipment 
2395 Laboratory Equipment 
2396 Power Operated Equipment 
2397 Communication Equipment 
2398 Miscellaneous Equipment 

Oth 

4101 Gas Plant Allocated from Common 
2105 Gas Plant Held for Future Use 
2107 Gas Construction Work in Progress 
2117 Gas in Underground Storage 

CONSOLIDATED 
PLANT IN SERVICE 

Montana Electric 
30 Yellowstone National Park 
31 Montana Natural Gas (Includes CMP) 
32 Common 
33 Townsend Propane 

South Dakota Electric 
South Dakota Natural Gas 

101,675 
851,009 
207,996 

8,206,397 
28,927 

4,643,682 
860,606 

2,549,307 
3,985,396 

70,165 

27,357,225 
4,900 

6,698,193 
58,833,414 

$ 2,167,521,871 
13,176,795 

562,889,531 
79,977,860 

1,516,050 
460,538,538 
150,503,744 
39,317,330 

910 

Montana 

101,675 
851,009 
213,628 

7,421,800 
29,833 

4,451,600 
828,476 

2,250,713 
3,978,126 

73,509 

25,093,253 
4,900 

4,663,953 
54,125,119 

$ 2,101,023,875 
12,583,248 

542,836,569 
73,833,445 

1,513,553 
439,875,046 
143,991,901 
36,351,969 
5 

% Chan 

0.00% .' 
0.00% 

-2.64% 
10.57% 
-3.04% 
4.31% 
3.88% 

13.27% 
0.18% 

-4.55% 

9.02% 
0.00% 

43.62% 
8.70% 
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Functional Plant Class Montana Montana 
1 Accumulated Depreciation 
2 
3 ProductiOn and Gathering $ 12,369,718 $ 994,606 $ 8.04.% 
4 
5 Underground Storage 39,610,688 21,013,783 20,346,310 1.69% 
6 
7 Other Storage. 
8 
9 Transmission 239,067,460 89,673,928 86,105,855 1.75% 

10 
11 Distribution 228,646,828 105,207,418 100,741,730 2.64% 
12 
13 General and Intangible 21,892,827 11,468,063 10,297,886 7.46% 
14 
15 Common 24,205,587 12,219,160 11,099,693 7.31% 
16 
17 
18 Total Accum reciation 958 2.50% . 
19 
20 
21 
22 Consolidated 
23 Accumulated De on 
24 
25 Montana Electric $838,458,857 $777,672,624 
26 Yellowstone National Park 8,644,902 8,375,865 
27 Montana Natural Gas (Includes CMP) 228,357,798 217,491,781 
28 Common 33,478,642 30,397,468 
29 Propane 648,965 605,690 
30 South Dakota Electric 249,041,748 236,785,039 
31 South Dakota Natural Gas 64,714,374 60,954,155 . 
32 South Dakota Common 11,240,646 9,067,229 
33 Acquisition Writedown 73,854,295 81,444,433 
34 Basin Creek Capital Lease 11,057,582 9,047,108 
35 FIN 47 1,092,090 847,866 
36 CW 550706 -1011776 
37 
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Account Number & Title 
1 
2 154 Plant Materials & Operating Supplies 
3 Assigned and Allocated to: 
4 Operation & Maintenance 

Construction 
Storage Plant 
Transmission Plant 
Distribution Plant 

Consolidated 
Materials and S ies 

16 Montana Natural Gas 
17 Montana Electric 
18 South Dakota 
19 
20 Total Consolidated Materials and Su 

$ 

Montana 

96,810 
599,938 

1,872,575 

$2,569,323 
14,376,444 

021 

$22,407,788 

$ 

Montana 

84,407 
510,923 

1,532,693 

$2,128,023 
12,992,944 

868 

$20603 

14.69% 
17.42% 
22.18% 
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Commission 
1 
2 Docket Number: 

8 

Order Number : 

Common Equity 
Long Term Debt 

- Most Recent 11 

2009.9.129 
7046h 

48.00% 
52.00% 

~----------------------------------~-----------9 

% Cost Rate 

10.25% 
5.76% 

4.92% 
3.00% 

10 11 Docket 2009.9.129, Order 7046h specifies the authorized capital structure and associated costs for the 
11 regulated gas utility effective December 9,2010. 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
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ISCh.23 I STATEMENT OF CASH FLOWS 

Descri~tion This year Last Year % Change 
'''''--

1 Increase/(decrease) in Cash & Cash Equivalents: 
2 Cash Flows from Ope~ating Activities: 
3 Net Income $ 92,555,872 $ 77,376,457 19.62% 
4 Noncash Charges (Credits) to Income: 
5 Depreciation 102,754,939 92,961,250 10.54% 
6 Amortization, Net (1,872,457) (1,235,471 ) -51.56% 
7 Other Noncash Charges to Net Income, Net 8,895,186 7,893,929 12.68% 
8 Deferred 'Income Taxes, Net 59,551,081 46,745,340 27.39% 
9 Investment Tax Credit Adjustments, Net (423,561) (426,790) 0.76% 

10 Change in Operating Receivables, Net 9,880,617 (3,911,111 ) >300.00% 
11 Change in Materials, Supplies & Inventories, Net (8,830,208) (3,405,097) -159,32% 
12 Change in Operating Payables & Accrued Liabilities, Net (10,725,579) (11,109,804) 3.46% 
13 Allowance for Funds Used During Construction (AFUDC) (1,876,583) (6,564,191 ) 71.41% 
14 Change in Other Asse:ts & Liabilities, Net 1,734,801 28,781,987 -93.97% 
15 Other Operating Activities: 
16 Undistributed Earnings from Subsidiary Companies (510,094) (3,729,609) 86.32% 
17 Change in Regulatory Assets (29,541,321) (2,852,473) >-300.00% 
18 Change in Regulatory Liabilities 5,587,054 (7,724,029) 172.33% 
19 Net Cash Provided by Operating Activities 227,179,747 212,800,388, 6.76% 
20 Cash Inflows/Outflows From Investment Activities: 
21 Construction/Acquisition of Property, Plant and Equipment (188,730,360) (240,745,782) 21.61% 
22 (Net of AFUDC) 
23 Proceeds from Sale of Assets 209,396 68,883 203.99% 
24 Net Cash Used in Investing Activities (188,520,964) J240,676,899) 21.67% 
25 Cash Flows from Financing Activities: 

26 Proceeds from Issuance of: 
27 Credit Facilities Borrowings 80,000,000 225,000,000 -64.44% 
28 Issuance of Short Term Borrowings, Net 166,933,493 695,000,000 -75.98% 
29 Payments for Retirement of: 0.00% 
30 Credit Facilities Repayments (233,000,000) (608,000,000) 61.68% 
31 Long-Term Debt - (225,000,000) 100.00% 
32 Capital Lease Obligations, Net (11,079) (29,342) 62.24% 
33 Dividends on Common Stock (51,909,137) (48,996,981 ) -5.94% 
34 Other Financing Activities: 
35 Debt Financing Costs (1,130,557) (8,020,160) 85.90% 
36 Treasury Stock Activity ,. 154,223 (184,595 183.55% 
37 Net Cash (Used in)/Provided by Financing Activities (38,963,057 29,768,922 -230.89% 
38 Net (Oecrease)/Increase in Cash and Cash Equivalents (304,274 1,892,411 -116.08% 
39 Cash and Cash Equivalents at Beginning of Year 6,232,091 4,339,680 43.61% 
40 Cash and Cash Equivalents at End of Year $ 5,927,817 $ 6,232,091 -4.88% 

41 

42 This financial statement is presented on the basis of the accounting requirements of the Federal Energy Regulatory 

43 Commission (FERC) as set forth in its applicable Uniform System of Accounts. As such, subsidiaries are presented using the equity 

44 method of accounting. The amounts presented are consistent with the presentation in FERC Form 1, plus Canadian Montana 

45 Pipeline Corporation. 

46 

Schedule 23 



27 
28 
29 
30 
31 

Outstanding I I Annual 
Issue Maturity Principal Net Per Balance Yield to Net Cost 
Date Date AmoUi 

03/26/09 04/01/19 250,000,000 247,657,313 249,878,562 6.340% $16,514,170 1 6.61% 
10/15/09 10/15/39 55,000,000 54,450,000 55,000,000 5.710% $3,158,845 5.74% 
09/13/06 09/01/16 $150,000;000 $148,302,298 $149,965,700 6.040% $9,308,114 6.21% 

·05/01/25 161,000,000 160.075.635 $161,000,000 5.010% 

04/27/06 I 08/01/23 4.650% 

Total Capital Leases does not include the Fleet Lease amounts due within 1 year of $7,382. It also does not include amounts associated with the Basin Creek 
contract, which totals $34,280,665. 

Schedule 24 



~12._ ---._--- ___ ._ r-.,-_,.E.!3E~ERRED .STOCK 
Issue .. ' 
Date Shares. Par Call Net Cost of Principal Annual Embed. 

1--.----" 
. Series' ~o./Yr. Issued --y~ 1-_. Price Proceeds M~ Outstan~ . Cost 

C~J . ~ 
.'-----"---'---'------

2 NOT APPLICABLE 
3 .-
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 TOTAL 
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Avg. Number 
of Shares Value Earnings 

Outstanding Per Share Per 
11 . Share 

2 
3 January 36,232,229 $23.02 $29.46 
4 
5 February 36,246,630 23.33 29.97 
6 
7 March 36,252,743 23.19 $0.90 $0.36 30.57 
8 
9 April 36,257,086 23.34 32.62 

10 
11 May 36,258,870 23.42 33.24 
12 
13 June 36,260,406 23.14 0.30 33.14 
14 
15 July 36,260,887 23.31 34.11 
16 
17 August 36,263,167 23.48 34.17 
1 
19 September 36,264,686 23.14 0.41 0.36 34.11 
20 
21 October 36,265,149 23.31 35.51 
22 
23 November 36,272,547 23.60 35.05 
24 
25 December 36,278,206 23.68 0.94 0.36 36.61 

29 
30 11 Monthly shares are actual shares outstanding at month-end. Total year-end shares are average 
31 shares for the twelve months ended December 31, 2011. 
32 
33 

35 
36 

$28.18 

27.38 

28.23 

29.37 

31.84 

31.50 

31.27 

28.68 

30.96 

30.44 

32.23 

33.38 
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Sch.27 MONTANA EARNED RATE OF RETURN - GAS 
~i~~~f:~l~~~l*~~~~~~f~i~i Descri~tion This Year Last Year % Change 

. 1 Rate Base 
2 101 Plant in Service $574,337,263 $548,250,729 4.76% . 
3 108 Accumulated Depreciation (235,904,266) (231,663,502) -1.83% 
4 
5 Net Plant in Service $338,432,997 $316,587,227 6.90% 
6 Additions: 
7154,156 Materials & Supplies $4,271,137 $4,324,102 -1.22% 
8 165 Prepayments 
9 Other Additions 1/ 52,796,273 44,649,042 18.25% 

·10 
11 Total Additions $57,067,410 $48,973,144 16.53% 
12 Deductions: 
13 190 Accumulated Deferred Income Taxes $22,861,483 $38,511,867 -40.64% 
14 252 Customer Advances for Construction 9,235,113 9,934,972 -7.04% 
15 255 Accumulated Def. Investment Tax Credits 
16 Other Deductions 40,693,241 41,818,872 -2.69% 
17 
18 Total Deductions $72,789,837 $90,265,711 -19.36% 
19 Total Rate Base $322,710,570 $275,294,660 17.22% 
20 Adjusted Rate Base $322,710,570 $275,294,660 17.22% 
21 Net EarninQs $16,582,911 $18,673,289 -11.19% 
22 Rate of Return on Average Rate Base 5.139% 6.783% -24.24% 
23 Rate of Return on Average Equity 2/ 5.109% 7.793% -34.44% 
24 
25 Major Normalizing and 
26 Commission Ratemaking Adjustments 
27 Rate Schedule Revenues ($2,426,058) ($202,454) >-300.00% 
28 Funding Trust Regulatory Liability 804,935 18,267 >300.00% 
29 
30 Non-Allowables: 
31 Advertising 104,202 201,260 -48.23% 
32 Dues, Contributions, Other 24,389 24,604 -0.87% 
33 
34 Associated Income Taxes ~/ 1,584,312 (145,660) >300.00% 
35 
36 Total Adjustments $91,780 ($103,983 188.26% 
37 Revised Net Earnings $16,674,691 $18,569,306 -10.20% 
38 
39 Rate Base Adjustment 
40 Stipulation with MCC ~ ($11,951,254) ($12,377,627) 3.44% 
41 
42 Revised Rate Base $310,759,316 $262,917,033 18.20% 
43 Adjusted Rate of Return on Average Rate Base 5.366% 7.063% -24.03% 
44 Adjusted Rate of Return on Average Equity 2/ 4.699% 8.180% -42.56% 
45 
46 1/ Other additions includes a FAS 109 Regulatory Asset that provides an offset to the accumulated 
47 deferred taxes. 
48 
49 2/ Return on Equity calculated using the capital structure approved in Docket No. D2009.9.129. 
50 
51 3/ Associated Income taxes include an interest synchronization adjustment based upon the approved 
52 capital structure in Docket No. D2009.9.129. 
53 
54 41 Per NWE/MCC Stipulation Agreement Docket No. D2007.7.82 reflecting one-third of the $38.8 million 
55 a lIocated to natural gas as a rate base reduction. In addition, the 2010 inclusion of a comparable portion 
560 f annual depreciation expense for year 2010 has been removed. 
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Sch. 27Jcont. " MONTANA EARNED RATE OF RETURN - GAS 
~:t~~~~l~Ml~~~~i DescriQtion This Year Last Year % Change 

1 .. 
2 Detail - Other Additions 
3 FAS 109 Regulatory Asset ?,/ $17,488,417 $9,911,105 76.45% 
4 Gas Stored Underground 32,096,313 32,096,313 0.00% 
5 Cost of Refinancing Debt 3,211,543 2,539,201 26.48% 
6 SAP Development Costs - 102,423 -100.00% 
7 
8 Total Other Additions $52,796,273 $44,649,042 18.25% 
9 

10 Detail - Other Deductions 
11 Personal Injury and Property Damage $1,288,389 $1,921,921 -32.96% 
12 Storage Gas Sales 2000 & 2001 11,881,881 12,302,397 -3.42% 
13 Gross Cash Requirements 10,400,801 9,607,258 8.26% 
14 Bond Refinancing CTC - GP 4,091,343 4,298,064 -4.81% 
15 Bond Refinancing CTC - RA 13,030,827 13,689,232 -4.81% 
16 MPSC/MCC Taxes - - -
17 
18 Total Other Deductions $40,693,241 $41,818,872 -2.69% 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
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1 
2 Plant (Intrastate Only) 
3 
4 101 Plant in Service (Includes Allocation from Common) $ . 590,246,756 
5 105 Plant Held for Future Use 4,900 
6 107 Construction Work in Progress 6,698,193 
7 117 Gas in Underground Storage 58,833,414 
8 151-163 Materials & Supplies 2,569,323 
9 (Less): 

10 108, 111 Depreciation & Amortization Reserves 240,576,958 
11 252 Contributions in Aid of Construction 8 396 
12 NET BOOK COSTS $ 408,958,232 
13 
14 Revenues & Expenses 
15 
16 400 Operating Revenues $ 222,369,147 
17 
18 Total 
19 
20 
21 
22 
23 
24 

401-402 
403-407 
408.1 

409-411 

Revenues 

Other Operating Expenses (including regulatory amortizations) $ 
Depreciation & Amortization Expenses 
Taxes Other than Income Taxes 
Federal & State Income Taxes 

369 147 

165,972,191 
15,315,321 
23,325,573 

1,173,151 

25 Total 
26 
27~--~--~--------------------------------------~~--~~~~~ 

28 
29 1.2-426.5 Other Deductions 
30 NET INCOME BEFORE INTEREST EXPENSE 
31 
32 Average C.ustomers (Intrastate Only) 
33 Residential 
34 Commercial 
35 Industrial 
36 Other nclud interd nta 
37 TOTAL AVERAGE NUMBER OF CUSTOMERS 
38 
39 
40 
41 
42 
43 
44 

Other Statistics (Intrastate Only) 
Average Annual Residential Use (Dkt) 
Average Annual Residential Cost per (Dkt) 
Average Residential Monthly Bill 

Plant in Service Customer 

158,520 
22,183 

278 
150 

181,131 

83.1 
$9.43 

$65.25 

259 
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Population Industrial 

Census 2010 Residential Commercial & Other Total 

1 Absarokee 1,150 463 78 2 

2 Amsterdam 180 55 9 64 

3 Anaconda 9,298 3,340 319 5 3,664 

4 Augusta 309 193 44 1 238 

5 Belfry 218 4 4 

6 Belgrade 7,389 5,199 772 1 5,972 

7 Big Mountain 199 34 233 

8 Big Sandy 598 293 70 363 

9 Big Timber 1,641 911 183 9 1,103 

10 Bigfork . 4,270 1,337 208 1,545 

11 Billings 104,170 18 3 2 23 

12 Bonner 1,663 62 7 69 

13 Boulder 1,183 480 79 2 561 

14 Bozeman 37,280 19,749 3,165 9 22,923 

15 Browning 2,801 1,025 159 3 1,187 

16 Buffalo 5 5 

17 Butte 33,525 12,584 1,399 36 14,019 

18 Cardwell 50 17 4 21 

19 Carter 58 29 8 37 

20 Chester 847 368 124 3 495 

21 Chinook 1,203 703 128 6 837 

22 Choteau 1,684 856 174 3 1,033 

23 Churchill 902 453 51 504 

24 Clancy 1,661 683 33 716 

25 Clinton 1,052 364 19 1 384 

26 Columbia Falls 4,688 3,317 366 3 3,686 

27 Columbus 1,893 1,049 168 6 1,223 

28 Conrad 2,570 1,121 202 15 1,338 

29 Coram 539 110 23 133 

30 Corbin 1 1 

31 Corvallis 976 1,144 87 1,231 

32 Cut Bank 2,869 43 10 1 54 

33 Deer Lodge 3,111 1,605 205 6 1,816 

34 Dillon 4,134 2,043 325 5 2,373 

35 Drummond 309 208 51 2 261 

36 East Glacier Park 363 130 44 1 175 

37 East Helena 1,984 1,961 119 3 2,083 

38 Elliston 219 96 13 109 

39 Essex 76 17 1 94 

40 Fairfield 708 400 85 4 489 

41 Florence 765 1,194 71 1 1,266 

42 Floweree 41 7 48 

43 Fort Belknap 1,293 353 56 409 

44 Fort Benton 1,464 638 154 792 

45 Fort Harrison 7 59 66 

46 Fort Shaw 280 107 12 119 

47 Galata 3 3 

48 Gallatin Gateway 856 164 39 203 

49 Garneill 7 1 8 

50 Garrison 96 21 5 26 

51 Gildford 179 78 25 103 

52 Grantsdale 22 2 24 

53 Great Falls 58 964 49 4 1 017 
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Population Industrial 

Ci Census 2010 Residential & Other Total 

1 Greycliff 112 45 51 

2 Hall 60 12 72 

3 Hamilton 4,348 3,918 696 8 4,622 

4 Harlem· 808 309 64 2 375 

5 Harlowton 997 530 95 2 627 

6 Havre 10,026 4,512 648 9 5,169 

7 Helena 53,457 17,666 2,371 27 20,064 

8 Hingham 118 84 31 115 

9 Hungry Horse 826 228 36 264 

10 Inverness 55 35 13 48 

11 Jefferson City 472 155 13 2 170 

12 Joplin 157 92 25 117 

13 Judith Gap 126 67 16 83 

14 Kalispell 19,927 11,701 2,002 17 13,720 

15 Kremlin 98 47 15 62 

16 Laurel 6,718 12 1 13 

17 Ledger 6 6 

18 Lewistown 5,901 2,939 488 11 3,438 

19 Livingston 7,044 3,988 569 16 4,573 

20 Logan 99 41 6 47 

21 Lohman 3 1 4 

22 Lolo 3,892 1,587 96 1,683 

23 Loma 85 41 19 60 

24 Manhattan 1,520 731 101 833 

25 Martin City 500 116 16 132 

26 Marysville 80 1 1 

27 Maxville 130 1 1 

28 Milltown 73 8 81 

29 Missoula 66,788 29,697 3,765 48 33,510 

30 Montana City 2,715 735 65 800 

31 Moore 193 3 3 

32 Philipsburg 820 412 82 494 

33 Ramsay 39 7 46 

34 Red Lodge 2,125 1,822 277 7 2,106 

35 Reedpoint 193 109 17 1 127 

36 Roberts 361 158 20 178 

37 Rocker 40 8 48 

38 Rudyard 258 133 27 160 

39 Ryegate 245 3 1 4 

40 Shawmut 42 24 4 28 

41 Shelby 3,376 9 3 12 

42 Sheridan 642 414 69 483 

43 Silver Star 19 4 23 

44 Silverbow 4 2 6 

45 Simms 354 155 16 171 

46 Somers 1,109 378 19 397 

47 Springdale 42 1 1 

48 Stevensville 1,809 1,585 244 5 1,834 

49 Sun River 124 108 15 123 

50 Three Forks 1,869 820 128 1 949 

51 Turah 306 118 3 121 

52 Twin B 375 210 55 265 
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2 
3 
4 
5 Warm Springs 
6 West Glacier 
7 Whitefish 
8 Whitehall 
9 Whitlash 

10 Williamsburg 
11 Willow Creek 
12 Wolf Creek 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

227 103 

6,357 3,958 

1,038 683 
2 
1 

210 94 
51 

mer populations represent an average of the 12 mo 

Industrial 
& Other Total 

4 379 

23 1 359 

75 1 550 

12 250 

1 1 

41 3 147 

480 4 4,442 

110 2 795 

3 5 
1 

12 106 

28 79 

1/11 through 1 
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Utility Operations 
3 Executive 2 2 2 
4 Customer Care 104 109 107 
5 Finance 118 123 121 

Regulatory Affairs 27 27 27 
Distribution 555 549 552 
Transmission 182 201 192 
Supply 20 32 26 
Legal 12 12 12 

11 Consistent with prior years, part time employees have been converted to full-time equivalents. 
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Sch.31 MONTANA CONSTRUCTION BUDGET 2012 (ASSIGNED & ALLOCATED) 
t~tII;~!:!ffi~f~ff:ti!it~i~ Project Description Total Company Total Montana 

1 
2 Electric Operations .. 
3 MT Elec Distribution - Elec Distribution Infrastructure Plan $12,200,000' $12,200,000 
4 MT Elsc'Distribution - livingston-Big Timber SUbstation 1,082,086 . ' 1,082,086 
5 MT Elec Distribution - Bozeman-Westside Substation 1,133,614 1,133,614 
6 MT Elec Trans - South Butte Auto Transformer Sub 4,428,003 4,428,003, 
7 MT Elee Trans- Jaek Rabbit-Big Sky 161KV line 7,795,256 7,795,256 
8 SO Elee Trans - Reconductor Line 30 Siebrecht to Redfield 5,160,939 
9 

10 All Other Projects < $1 Million Each MT 46,857,793 46,857,793 
11 All Other Projects < $1 Million Each SD 20,112,179 
12 Total Electric Utility Construction Budget $98,769,870 $73,496,752 
13 
14 Natural Gas Operations 
15 MT Gas Retail - Gas Distribution Infrastructure Plan 6,000,000 6,000,000 
16 MT Gas Trans - Pipeline Integrity Mgmt - Bozeman HCA's 3,044,607 3,044,607 
17 MT Gas Trans - Pipeline Integrity Mgmt - Other HCA projects 2,976,705 2,976,705 
18 
19 All Other Projects < $1 Million Each MT 14,374,931 14,374,931 
20 All Other Projects < $1 Million Each SD NE 4,088,655 
21 Total Natural Gas Utility Construction Budget 30,484,898 26,396,243 
22 
23 Common 
24 Fleet and Equipment Purchases 6,000,000 4,703,000 
25 BT CIS Upgrade and Consolidation 4,134,929 3,307,962 

26 Communications - MT Mobile Radio replacement 2,644,139 2,644,139 
27 SD Aberdeen Facility 1,462,500 
28 IT AM-FM GIS system 1,166,784 1,166,784 
29 Communications - SD Mobile Radio replacement 1,394,071 
30 
31 All Other Projects < $1 Million Each MT 2,990,629 2,990,629 
32 (Includes IT, Communications, Facilities, Cust Serv) 
33 All Other Projects < $1 Million Each SD NE 1,029,940 
34 
35 Total Common Utility Construction Budget 20,822,992 14,812,514 
36 
37 MT CU4 capital additions - PPL invoice 4,965,000 4,965,000 
38 
39 SD Big Stone, Neal 4, Coyote partner capital 4,438,506 
40 SO Internal Generation - RICE NESHAP Compliance 1,127,006 
41 
42 All Other Projects < $1 Million Each MT 250,000 250,000 
43 All Other Projects < $1 Million Each SO 641,728 
44 Total Colstrip Unit 4 and MT/SD Generation 11,422,240 5,215,000 
45 TOTAL CONSTRUCTION BUDGET $161,500,000 $119,920,509 
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January 
February 
March 
April 
May 
June 
July 
August 
September 
October 

anuary 
February 
March 
April 
May 
June 
July 

26 August 
27 September 
28 October 
29 

30 r=::::7~..::..:..--t 
31f-'--"~';;::"'-'_--" 
32 

3,409,090 
3,022,029 
3,022,764 
2,067, 
1,502,175 

960,968 
557,944 
401,210 
434,101 
677,094 

1,667,860 
2722152 

33r-______________ ~~~~~~~~~~~~------------------__j 
34~----~~~~~~~~~~~~~~~~~~~~~~~-~~==~----~ 
35 
36 
37 Month 
38 January 
39 February 
40 March 
41 April 
42 May 

June 
July 
August 
September 
October 

6,1 
8,096 

39,160 
676,818 

1,767,632 
2,239,851 
2,587,098 
2,821,172 
2,206,241 
1,052,734 

28,581 
11 

27,712 
1,489,958 
1,849,221 
2,187,352 
2,273,577 
1,517,445 

1,905,701 
1,366,002 

1/ Data is not accumulated on a daily basis, therefore the peak day and peak day volumes are not available. 
53 
54 
55 
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Location 

7 

Last Year This Year Last Year This Year 
Volumes Volumes Avg. Commodity Avg. Commodity 
MMBTU MMBTU Cost Cost 

7,117,552 
6,215,072 
5,905,184 
1 

14 Note: This schedule does not include company owned production. 
1 
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MONTANA CONSERVATION & DEMAND SIDE MANAGEMENT PROGRAMS 

prnnr!:lm are Gas DSM 
1 
21 2011 Residential Gas DSM Program 
3 
4 2011 E+,Business Partners Program (Gas) 
5 
6 2011 E+ Natural Gas Residential New Construction Program 
7 
8 2011 E+ Natural Gas Commercial Existing Program 
9 

10 2011 E+ Natural Gas Commercial New Construction Program 
11 
12 2011 Northwest Energy Efficiency Alliance (NEEA)* 
13 
14 
15 
16 
1 
18 
19 
20 
211A program participant is a Montana residential and/or 

commercial natural gas customer who installs eligible 
23 energy conservation measures and receives financial 
24 incentives/rebates. 
25 
26 *Note: NEEA expeditures are the full 2011 NEEA costs, costs are 
27 not allocated by gas and electric savings amounts. 
28 

Planned 
Current Year 1 Previous Year % Savings 

itures Change (Mcf or Dkt) 

$ 2,597,885 1,563,680 66.14% 71,222 

$ 207,376 1$ 103,130 101.08% 5,814 

$ 30,517 $ 29,070 4.97% 507 

$ 367,234 $ 246,158 49.19% 21,708 

$ 27,248 $ 57,799 -52.86% 1,552 

$ 1,649,724 $ 1,440,364 14.54% 19,829 

I Achieved 

(Mcf or Dkt) Difference 

63,869 . (7,352) 

5,214 (600) 

455 (52) 

19,467 (2,241) 

1,392 (160) 

17,782 (2,047) 
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37 
38 
39 
40 
41 

2 
3 
4 
5 
6 

Current 
Year 

Residential $ 124,123,425 
Commercial 63,396,389 
Industrial Firm 1,465,611 
Public Authorities 509,413 
Interdepartmental 535,898 

Year 

$ 

$ 116,083,244 
58,397,898 

1,707,854 
459,804 
414,501 

1 95 

$ 20,365,761 
448,875 

12,637,043 
6,399,515· 

193,838 
51,176 
47,263 

17,357,898 
951, 

020 18,308,924 

Includes Sales to other Utilities only, as compared to Schedule 9 which includes all Sales for Resale. 

Year 

256 

157,738 
22,026 

286 
90 
56 

249 
4 

253 
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Natural Gas Universal .,..."' ... l ... m Benefits P 

Contracted or Most 
Actual Current Committed Total.CurrentExpected 

10 
11 
12 
13 
1 

E+ Residential Audit 

NWE Promotion 

.NWE Labor 

Bill Assistance 

Free Weatherization 

Energy Share 

NWE Promotion 

NWE Labor 

NWE Admin. Non-labor 

Year Current Year 

1,635,314 
1,366,399 

336,000 
1,380 

35,974 
630 
318 

of customers that received low income rate discounts 
monthly bill discount amount ($/mo) 

18 Average L1EAP-eligible household income 
19 Number of customers that received weatherization assistance 
20 Expected average annual bill savings from weatherization 
21 Number of residential audits nQ,'fnr'mc.rl 

Year 

1,635,314 
1,366,399 

336,000 
1,380 

35,974 
630 

savings ' 

39,171 

9,776 
$ 27.88 (a) 

n/a 

22 (a) Average monthly bill discount is for the six (6) month time period that the natural gas rate discount is in effect. 

(b) Total savings and number of customers is reported for the combination of 2011 electric and natural gas USB funds 
26 in 2011. 

24 Note: Order 667ge, allows NWE to track on an annual basis Its Natural Gas USB expenditures and revenues 

and the Natural Gas USB for over or under collections. 

2007 
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481 2007 

$ 1,366,399 

91 NA 
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